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E.O. 11652:N/A 
TAGS: ECON, UK 

SUBJECT: ECONOMIC DEVELOPMENTS - WEEK ENDING FEBRUARY 21 

BEGIN SUMMARY: PETER SHORE, UK MINISTER OF TRADE ANNOUNCED 
TO PARLIAMENT THAT THE GOVERNMENT PLANS TO PROVIDE COST 
INFLATION INSURANCE TO EXPORTERS OF CAPITAL GOODS. OVER 
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750,000 WORKERS ARE CURRENTLY UNEMPLOYED IN GREAT BRITAIN 
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(3.3 PERCENT) WITH AS MANY AS 250,000 WORKING SHORTER WORK 
WEEKS. THE MONEY STOCK, AS MEASURED BY THE NARROWER Ml 
DEFINITION, INCREASED SHARPLY IN JANUARY, WHILE THE WIDER 
M3 DEFINITION, SHOWED ONLY A MODEST RISE. GROSS DOMESTIC 
PRODUCT FELL BY 1 PERCENT DURING THE FOURTH QUARTER OF 
1974 AND BY A LIKE AMOUNT FOR THE YEAR AS A WHOLE. UK 
EXPORTS TO THE MIDDLE EAST ROSE BY 50 PERCENT DURING 1974, 
WHILE IMPORTS ROSE BY 156 PERCENT. HOWEVER, BRITISH MER- 
CHANTS APPEAR TO BE HAVING DIFFICULTY MAINTAINING THEIR 
HISTORIC LEVEL OF PENETRATION IN THE OPEC MARKETS. 

END SUMMARY 

1. EXPORT SUBSIDIES: PETER SHORE, UK MINISTER OF TRADE, 
ANNOUNCED TO PARLIAMENT THAT THE GOVERNMENT PLANS TO PRO- 
VIDE INSURANCE AGAINST COST INFLATION TO EXPORTERS OF CAP- 
ITAL GOODS. UNDER THE PROPOSED SCHEME, THE EXPORT CREDITS 
GUARANTEE DEPARTMENT WILL OFFER INSURANCE WHICH WOULD EN- 
ABLE EXPORTERS TO RECOVER 85 PERCENT OF ANY COST INCREASES 
IN EXCESS OF 10 PERCENT INCURRED UNDER FIXED-PRICE CON- 
TRACTS VALUED AT 2 MILLION POUNDS OR MORE AND INVOLVING 
MANUFACTURING PERIODS IN EXCESS OF 2 YEARS DURATION. (SEE 
SEPTEL FOR DETAILS.) 

2. UNEMPLOYMENT: UNEMPLOYMENT FIGURES RELEASED THIS WEEK 
FOR THE FIRST TIME SINCE NOVEMBER. SHOW UNEMPLOYMENT 
RISING FROM THE NOVEMBER LEVEL OF 2.7 PERCENT TO 3.3 PER- 
CENT IN MID-FEBRUARY 1975. TOTAL UNEMPLOYED WORKERS IN 
GREAT BRITAIN NOW NUMBER IN EXCESS OF 756,000. AN INCREASE 

OF 135,000 SINCE NOVEMBER AND APPROXIMATELY 14,000 MORE 
THAN UNOFFICIAL ESTIMATES MADE DURING JANUARY. THESE 
FIGURES DO NOT TAKE INTO ACCOUNT THE LARGE NUMBER OF 
WORKERS CURRENTLY WORKING REDUCED WORK WEEKS. ONE ESTI- 
MATE INDICATES THAT THERE MAY BE AS MANY AS 250,000 
CURRENTLY WORKING "SHORT WEEKS." (FORD MOTOR COMPANY AN- 
NOUNCED THIS WEEK THAT A SUBSTANTIAL NUMBER OF ITS PLANT 
WORKERS WOULD GO ON SHORT WORK WEEKS BEGINNING MARCH 3, 
BECOMING THE LAST OF THE MAJOR UK AUTO PRODUCERS TO AN- 
NOUNCE PRODUCTION CUTBACKS AND SHORTENED WORK WEEKS.) UN- 
FILLED VACANCIES SHOWED A SUBSTANTIAL REDUCTION IN FEBRU- 
ARY COMPARED TO NOVEMBER. THE NUMBER OF VACANCIES NOTI- 
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FIED TO UNEMPLOYMENT OFFICES FELL BY NEARLY 30 PERCENT 
NOVEMBER 1974 TO FEBRUARY 1975. 

3. MONEY STOCK: THE UK MONEY STOCK, AS MEASURED BY THE 
NARROWER Ml DEFINITION, SHOWED A SHARP INCREASE OVER THE 
PERIOD MID-DECEMBER TO MID-JANUARY, ACCORDING TO FIGURES 
RELEASED THIS WEEK. IN THE FIVE-WEEK PERIOD ENDING JANU- 
ARY 15, Ml ROSE BY SOME 450 MILLION POUNDS AFTER SEASONAL 
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ADJUSTMENTS, OR ABOUT 3.4 PERCENT (1.7 PERCENT INCREASE 
IN THE PREVIOUS PERIOD). ON THE WIDER DEFINITION, M3, 

THE INCREASE AMOUNTED TO 0.2 PERCENT IN JANUARY, AFTER AN 
INCREASE OF 1.7 PERCENT IN DECEMBER. 
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4. GROSS DOMESTIC PRODUCT: ACCORDING TO PRELIMINARY ES- 
TIMATES, U.K. DOMESTIC OUTPUT FELL BY ONE PERCENT (S.A.) 

BETWEEN THIRD AND FOURTH QUARTERS OF 1974. FOR THE YEAR 
AS A WHOLE, OUTPUT WAS DOWN ABOUT ONE PERCENT, WITH THE 
MAIOR FALL OCCURRING IN THE FIRST QUARTER. FOR THE YEAR 
AS A WHOLE, THE INDEX OF GROSS DOMESTIC PRODUCT AT 1970 
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PRICES (S.A., BASED ON OUTPUT) WAS AS FOLLOWS: 

1973 -4TH 110.1 

1974 - 1ST 107.0 

-2ND 109.1 

-3RD 110.3 

- 4TH (PRELIMINARY) 109.2 

5. U.K. TRADE WITH THE MIDDLE EAST: IN 1974, U.K. EX- 
PORTS TO THE MIDDLE EAST ROSE IN EXCESS OF 50 PERCENT OVER 
THE 1973 LEVEL, WHILE IMPORTS ROSE BY 156 PERCENT (INCLUD- 
ING TRADE WITH MANY NON-OIL PRODUCING STATES). OF CONCERN 
TO THE DEPARTMENT OF TRADE IS THE FACT THAT THE U.K. SHARE 
OF THE OPEC MARKET FELL FROM 12 PERCENT IN 1972 TO LESS 
THAN 10 PERCENT IN 1974, INDICATING THAT BRITISH EXPORTERS 
ARE HAVING A DIFFICULT TIME MAINTAINING THEIR HISTORIC 
LEVEL OF PENETRATION IN THE REGION. THE FASTEST GROWING 
MARKETS IN THE MIDDLE EAST (1974 OVER 1973) FOR U.K. EX- 
PORTS WERE: DUBAI AND THE NORTHERN EMIRATES (147 PERCENT); 
IRAQ (123 PERCENT); AND SAUDI ARABIA (104 PERCENT). IN 
VALUE TERMS, IRAN WAS THE U.K.'S BIGGEST CUSTOMER IN THE 
REGION, IMPORTING 274 MILLION POUNDS OF BRITISH GOODS IN 
1974. IN PERCENTAGE TERMS, EXPORTS TO IRAN INCREASED BY 

62 PERCENT, INCLUDING MOST, IF NOT ALL, OF THE 150 MILLION 
POUND OIL-FOR-COMMODITIES DEAL NEGOTIATED BY THE GOVERN- 
MENT IN IANUARY 1974. 

6. NO IMPORT CONTROLS: FOLLOWING A HIGHLY PUBLICIZED 
REPORT BY THE CAMBRIDGE ECONOMIC POLICY GROUP WHICH ARGUED 
THAT IMPORT RESTRICTIONS WERE THE ONLY WAY IN WHICH 
BRITAIN COULD IMPROVE ITS BALANCE OF PAYMENTS WITHOUT 
ADDING TO INFLATION AND UNEMPLOYMENT, EDMUND DELL, PAY- 
MASTER GENERAL, FIRMLY STATED AT A COUNCIL MEETING OF THE 
EEC FINANCE MINISTERS, THAT THE U.K. WAS BOUND BY INTER- 
NATIONAL AGREEMENTS NOT TO RESTRICT IMPORTS AND HAD EVERY 
INTENTION OF KEEPING THOSE AGREEMENTS. (COMMENT: MR. 

DELL ALSO STATED THAT THE UK SAW NO NEED TO SET UP NEW 
INTERNATIONAL RULES ON EXPORTS GOING BEYOND EXISTING 
ARRANGEMENTS. 
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7. EXCHANGE RATE AND GOLD: 

2/13 2/20 CHANGE 

EXCHANGE RATE $2.3900 $2.4010 UP $0.01 10 

EFFECTIVE DEPRECIATION 

(PERCENT) 21.8 21.8 UNCHANGED 

GOLD $179.00 $185.25 UP $6.25 
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8. FORWARD DISCOUNT ON STERLING: 
2/13 2/20 CHANGE 



1 MONTH 


1.28 


1.25 


DOWN 0.03 


3 MONTHS 


3.60 


3.80 


UP 0.20 


6 MONTHS 


6.70 


6.95 


UP 0.25 



(ALL FIGURES IN CENTS) 

9. EURODOLLAR INTEREST RATES: 

2/13 2/20 CHANGE 

1 MONTH 7-1/4 6-11/16 DOWN 9/16 

3 MONTHS 7-11/16 7-1/4 DOWN 7/16 

6 MONTHS 7-15/16 7-11/16 DOWN 1/4 

10. LOCAL AUTHORITY DEPOSIT RATES: 

2/13 2/20 CHANGE 

1 MONTH 10-5/8 11-1/16 UP 7/16 

3 MONTHS 11-1/4 11-7/16 UP 3/16 

6 MONTHS 11-5/16 11-9/16 UP 1/4 

1 1 . THE MINIMUM LENDING RATE REMAINED UNCHANGED AT 
10-1/2 PER CENT ON FRIDAY, FEBRUARY 21. 
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